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i E HEARING ON H. R. 5258 “TO AUTHORIZE THE 


AL¥’ OF ARMY, NAVY, AND AIR FORCE STORES AT MILITARY 
ESTABLISHMENTS TO CIVILIAN EMPLOYEES OF THE GOVERN- 
MENT, AND FOR OTHER PURPOSES"’ 


H. R. 5258, Sates ro Civitians aT ARMED Services SToRES 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, SUBCOMMITTEE No. 3, 
Washington, D. C., Monday, June 22, 1958. 

The subcommittee met at 10 a. m., Hon. Leroy Johnson (chair- 
man of the subcommittee), presiding. 

Mr. Jounson. The committee will be in order. 

We have before us for consideration this morning H. R. 5258. Mr. 
Hagen, we would be glad to hear from you if you wish to testify 
on this bill. ; 


[H. R. 5258, 83d Cong., ist sess.] 
A BILL To authorize the sale of Army, Navy, and Air Force stores at military establishments to civilian 
employees of the Government, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretaries of the Army, Navy, and 
Air Force may by regulation provide for the procurement and sale of such stores 
as may be designated by them to such civilian officers and employees of the 
United States and such other persons as they deem proper at military establish- 
ments beyond the continental limitations of the United States or in Alaska, and 
at military establishments within the continental United States where they find 
that it is impracticable for such civilian officers and employees and other persons 
to procure such stores from private agencies without impairing the efficient 
operation of the military activities. 

Sec. 2. The second proviso appearing in the paragraph entitled, ‘Bureau of 
Supplies and Accounts”, of the Act of March 3, 1909 (35 Stat. 753, 768), as 
amended (34 U.S. C. 533), is further amended to read as follows: “Such stores 
as the Secretary of the Navy may designate may be procured and sold to officers 
and enlisted men of the Navy, Marine Corps, and Coast Guard, and to the 
widows of such officers and enlisted men.”’ 


STATEMENT OF HON. HARLAN F, HAGEN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Hagen. I am here, Mr. Chairman, with respect to H. R. 5258 
which provides the authorization for sale by the Army, Navy, and 
Air Force stores at military establishments to civilian employees of 
the Government, and for other purposes. This bill was introduced 
by Mr. Short, the chairman of the committee. 

My particular interest in this problem arises from the fact that 
within the boundaries of my congressional district is just the Navy 
Ordnance testing station. As I understand it, the Navy operates 
only two commissaries in the United States where civilians are accorded 
the same privileges as the military and one of them is this station, and 
another remote station in Indiana. 
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Mr. Jonnson. Is that the one at Inyokern? 

Mr. HaGen. That is correct. Have been there, Mr. Johnson? 

Mr. Jounson. I have been at Inyokern but I have not been at that 
station. 

Mr. Haaen. You are fully and personally aware of the distances 
to—— 

Mr. Jounson. It is thoroughly isolated. 

Mr. Hagen. It is thoroughly isolated. 

Mr. Jonnson. How far is that from Bakersfield, say, the nearest 


city? 

Mr. Hagen. I would say 50 or 60 miles over the Tehachapi Pass. 
That is where they have that large laboratory and the missile project. 

They developed this Mighty Mouse rocket out there just overnight 
and they have a station at Pasadena where also they engage in under- 
water demolition development. 

Now, before coming back here in December, I went out to the sta- 
tion. This has been somewhat of a point of controversy out there 
with certain merchants on the outside. 

Mr. Jonnson. We have had it on a national scale, so we know what 
you are talking about. 

Mr. Hacen. The commissary engages purely in the grocery 
business and the only protestants that Tine of are persons engaged 
in the grocery business themselves on the outside. r knew this was 
coming up so I made some considerable inquiry out there before 
coming back here in 1952 and I talked with the merchants and also 
with the representatives on the post, including the commanding 
officer, and the officer in charge of the commissary itself, and made a 
physical inspection of the commissary. 

Mr. Jounson. May I ask you a question right there? You say 
you talked with the merchants. Where were the merchants, right in 
China Lake? 

Mr. Hacen. Yes, sir; just outside the fence. This station covers a 
huge area, as you recall. Immediately adjacent to the station, I 
would say at least a mile from the center of it, the shopping center of 
the station, is the community of Ridge Crest which is scattered over 
an area along the fence about a mile long, at least. 

Mr. Jonnson. Do you know when the storekeeper came in there 
and built his store? 

Mr. Hacen. As I understand it, there was nothing there when the 
station was activated. 

Mr. Jounson. He came in after the station was activated? 

Mr. Hacen. Yes; and there is more than one merchant who operates 
a grocery store on the outside, too. I think the commander at the 
station has always endeavored to get along in as friendly a fashion as 
possible with the community which services the station on the out- 
side. As part of that policy, in connection with the commissary, they 
have at all times endeavored to engage in what might be considered 
fair competition. They do not have the overhead costs that the 
private enterpriser has but they do not radically undercut him in 
prices. Periodically, say month to month or every 2 months the 
officer in charge of the commissary compares his prices with the prices 
on the outside. I looked at a list which was compiled in approxi- 
mately December of 1952 and the prices were very comparable, the 
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prices on the station were not to a great degree lower than they were 
on the outside. In fact, on some items they were higher. 

Also, the commissary maintains very limited hours. They are not 
open on Saturday or Sunday and they close, that is my understand- 
ing, at 5 o’clock of every day. The people working on the station are 

rimarily, I would say, civilian. It is more or less of a civilian instal- 
ation with the housekeeping management vested in the Navy. 

There are many employees there who are of extremely high caliber 
in that they are doctors and Ph. D’s and—— 

Mr. Jonnson. What is the name of the laboratory there? 

Mr. Hacen. Michaelson Laboratory. 

Mr. Jounson. All right. One other question. I do not want to 
interrupt you but this came to my mind and I will ask you. Is the 
competition between the outside merchants and the commissary the 
only competition or is there a PX and competition with that, also? 

Mr. Hagen. There is a ship’s store but they do not sell groceries. 
The commissary relates purely to groceries. The ship’s store is 
operated under some other law which is not in issue here. 

Mr. Jounson. That is true, but are there merchants in competition 
with it also? 

Mr. Hagen. I would assume so but I have never heard any large 
issue raised about it. 

Mr. Jounson. All right. 

Mr. Hagen. Now 

Mr. Jounson. What is your recommendation? 

Mr Hagen. I am in favor of the legislation. 

I would like to make a few more remarks if I may, please. 

Mr. Jonnson. Surely; we are glad to hear from you. 

Mr. Hacen. As I say, the Navy attempts to operate a facility 
which does not cut the throat of the merchant on the outside, so to 
speak, and because of their hours they are not available to the station 
personnel at all times. As I mentioned, the Navy considers this 
commissary, and I have talked to the commanding officer, necessary 
for the morale of the station because of the location of it, the nature 
of the climate, and so forth. They have high-caliber people out there 
who are really sacrificing to go out there. Many of the families in 
the lower echelons of employment, both husband and wife work. As 
a consequence, actually, with respect to them, this Navy commissary 
is no competition to the outside merchant because by the time they 
get off work the commissary is closed. 

I talked to one man out there. He said, “I venture to say I don’t 
spend $3 at the commissary because both my wife and I, about the 
time we get off work, the commissary is closed."’ But there is a large 
group of people who do need the commissary. 

Now, the principal justification for it, as | can gather, is the element 
of convenience and distance. There is a considerable degree of 
housing on the station which is operated by the Navy; I think there 
are at least 10,000 people who work on and reside on the station. 
This housing is scattered over a large area. The commissary and the 
other facilities, the theater, and so forth, are right in the center of 
this housing. 

Now, from the housing areas most distant from the outside business 
community, I would say there would be a distance of at least 3 miles. 
There is no public transportation in the area. To eliminate the com- 
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missary would mean that generally most families would then have to 
have two automobiles when the lady of the house wanted to shop 
during the day time because there is no method that she could use of 
public transportation to get to the outside and presumably it is within 
walking distance from most of the residences to the commissary. 

Also, they have a fairly tight pattern of security on the station. 
It is engaged in highly secret work, including work for the Atomic 
Energy Commission and no one goes on or off the station without a 
pass. And it is conceivable that a real problem would be presented 
if daily shopping had to be done on the outside because you would 
have the housewives going through the gate continually who would 
not otherwise pass through there in the normal day. 

I talked recently to the captain who commands the installation. 
He definitely feels that the continued operation of the commissary is 
necessary for the morale of the station which is highly sensitive, which 
is making a definite contribution to the advancement of our weapons 
and ordnance and that he would have a serious recruitment problem 
if the commissary were eliminated. 

The residents of the station are vitally interested in the continuation 
of this facility. The legislation under which it was operated hereto- 
fore expired, I believe in April of this year. Heretofore the facility 
has ,been operated under one of the emergency powers granted the 
President; and that power along with several others, some 43 others, 
was due to expire in April of this year. At that time a petition from 
the station with respect to this problem urging that the commissary 
be continued was sent to me. I am not going to file it with the com- 
mittee because it would serve no particular purpose but I would say 
there was at least—there are five pages of signatures. There are prob- 
ably at least 150 people who signed this petition so that you are in 
position to judge that the civilian employees on the station definitely 
want the facility continued. 

Mr. Jonnson. Did the commanding officer recommend it also? 

Mr. Hagen. Yes. 

Mr. Jounson. Is this the correct description in general of the sta- 
tion—this is for the benefit of the members who have not been there. 

Mr. Van Zanpr. have. 

Mr. Jounson. This is a station in a rugged, mountainous desert, an 
isolated area in the southern Sierras. They have a very important 
laboratory there, one of the most important in the whole Navy De- 
partment, and the nearest town of any size is over 50 miles away from 
this station. 

Mr. Wiuson. In other words, there are no competing stores in the 
immediate vicinity of the station, is that correct? 

Mr. Hacen. I would not say that. 

Mr. Jounson. There is a small community which has grown up in 
the area as a result of the station activity. It was not in existence 
before the station was activated. When the merchants went out 
there, they knew that their livelihood depended upon the station and 
they placed their businesses there with the knowledge that there 
was a commissary operation and that their prosperity depended upon 
Government activity. 

I was there in 1949 or 1950 looking over Wherry housing projects; 
this is about 50 miles from Muroc Lake, and they were building houses 
then and the dust was so fine that it was blowing under the doors into 
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the houses. But they have reclaimed a big area and are grassing it 
and putting trees in it and making it a very attractive place. 

Mr. Wiutson. What is the name of it? 

Mr. Jounson. China Lake. Have you been there? 

Mr. Wixson. No; but I have heard some testimony about it. 

Mr. Jounson. It has another name: Inyokern. 

Undoubtedly, these merchants who are on the edge of the area have 
moved in with the anticipation of getting some of the business from 
these people. 

Mr. Hacen. They do get a substantial volume of business. One 
employee on the station told me that because of the fact that he and 
his wife worked, they did not get to shop until after 5 o’clock. The 
commissary closes at 5 o’clock so he did not spend $2 a year on the 
commissary. He did all his shopping on the outside. There are 
other couples with the husband and wife both do not work and they 
have children. 

I might mention also—undoubtedly you are aware of it— but the 
Navy heretofore, as 1 undertsand it, is the only military arm which 
has had specific authorization to operate a civilian commissary in the 
Zone of the Interior. The Army and the Air Force, as I understand 
it, have operated them without this specific authorization and the bill 
here relates to all three services. 

I might also mention that in the conversation which I had in June, 
1 believe early this month when I went out to one of the atomic bomb 
tests with the captain——— 

Mr. Jonnson. Will you place in the record the number of per- 
sommel at that station? 

Mr. HaGen. I would be very happy to do that. 

Mr. Jounson. Do you know it now? 

Mr. Hagen. Offhand, I do not. 

Mr. Jounson. Is there anyone here from the Navy? 

Mr. Hagen. There are other people here whom I would like to call. 

Mr. Jounson. Anyway, the ratio of the civilians to the military is 
probably 10 to 1, is it not? 

Mr. Hagen. Well, it is primarily a research organization and the 
military just with the exception of some experts, a few, do the house- 
keeping primarily. 

At that time, early this year, I talked to the captain. He said, “I 
could operate the station under some of the powers vested in me as 
commanding officer.” 1 do not know what those powers are but he 
says, reluctant todo it. However, I feel so concerned about this 
proposition that if our legal authority expired I would go ahead and 
operate the commissary.” 

Now, also, there is some talk, and I think authority, for leasing 
Government property on the station to a private organization for the 
purpose of operating a commissary. That would be a worse contin- 

ency for the merchants on the outside than the present operation 

ecause, say the Safeway Store or some chain outfit entered into a 
contract with the Government; they would really give the merchants 
on the outside some competition because they would not have these 
restricted hours and they have better facilities for procurement and 
would carry a larger variety of merchandise. 

I overlooked the fact that the Navy does not on the station carry 
the variety of merchandise that the stores on the outside carry. A 
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lot of people who buy on the station for some items of groceries also 
buy on the outside for other items because they are not available or 
because of the Navy method of orders and the delay in transit and so 
forth. I really feel that this possibility of some chain entering into 
contractual arrangement with the Navy is more serious a threat to 
the merchants on the outside than the present operation, and I have 
reason to believe that the merchants on the outside feel that to be 
true because at the moment there are no chain stores operating in the 
area. They are all locally owned businesses. 

That is about all I have to contribute on the matter. I would be 
happy to answer any questions, and I would like to have you call Mr. 
Stark and Captain Henkel who are here from the Navy. 

Mr. Van Zanprt. I can say to my colleague that I have been on 
duty at Inyokern and I am thoroughly familiar with the problem of 
which you speak. May I ask you this question: Are you here in 
behalf of the merchants outside of the naval installation or are you 
here in behalf of the civilian employees and the military personnel 
living on the station? 

Mr. Hagen. Congressman Van Zandt, I am here on behalf of my 
district. I would rather this question had never come up, but from 
what I can determine, after talking to many people out there, the 
best solution, at least for the time being, is to continue the operation 
of the commissary. It serves the largest need and adopting that 
position I perhaps am alienating some constituents. 

Mr. Van Zanpt. Is it not true that the operation there is very 
carefully supervised by the station commandant? 

Mr. Hagen. I would conclude that. They make an effort to 
check their prices with the outside prices and there is no wide dis- 
parity. They are not providing an element of price competition 
to the merchants, which is unfair. I saw a list of prices and they 
were approximately equal. As a matter of fact, on some items they 
were lower; on some items they were higher. On the whole, they 
were a little bit lower. But the commissary operation is confined 
in its hours; they are not able to provide the variety of merchandise 
that the private enterprises are able to provide, and even the people 
who shop at the commissary on the station also do a lot of shopping 
on the outside and there are some who do no shopping at the com- 
missary and do all their shopping on the outside because of the hour 
restriction. 

Mr. Van Zanpr. May I ask another question? I am developing 
a point here. Is it not true that some of the business outside the 
station is the type of business that the commandant would not per- 
mit on the station? 

Mr. Hagen. I do not know what you are driving at. 

Mr. Van Zanpvr. Drinking places and poolrooms and so forth. 

Mr. Hacen. They exist, certainly. 

Mr. Van Zanprt. That is right. So that that segment of business 
that is off the station, it can be divided into two groups. There is 
the nonpreferred business and the preferred business, and I think the 
preferred business, they do have a claim against the business on the 
station because of that price differential that you mentioned a moment 
ago. Am I right in my thinking? 

Mr. Haaen. There is not a large price differential. The other 
elements of competition, I would say, give the grocery man on the 


1497 


outside—and they are the only people that are being affected by this 
a fair shot at the business. 

Mr. Van Zanpt. Are they complaining? 

Mr. Hacen. There are some areas of complaint. 

Mr. Van Zanpt. I am in accord with this bill, and I also support 
your position on it. 

Mr. Hacen. The captain there, Captain Strouck, who is Naval 
Air and feels definitely that this is necessary to the morale of the 
station, it is not an ordinary station—they have physicists and 
mathematicians and chemists out there, people who could, perhaps, 
make more money in private industry. It is not the most desirable 
location to live. They cherish these privileges that they have. 

Mr. Witson. Are you, speaking generally, on the idea of continuing 
the commissaries, the commissary as it 1s, Congressman? Is that 
the reason for your appearance? 

Mr. Hacen. At the present moment, it is justified. They have 
a definite transportation problem there. The station housing, is 
scattered over a wide area because there are so many people resident 
on the station. They have a security problem. They have a gate 
through which everyone must pass. 

Now, there are some proposals to sell off that housing to individuals. 
That may be something in the future. There are people of authority 
on the station who would like to see the housing on the station in- 
corporated into the community on the outside, but that is not true 
at the moment and it undoubtedly will not be true for some years. 

Mr. Witson. I do not quite get your argument that it is necessary. 
There must be a reason for its existence. If the prices are similar 
to those in the stores just outside the station, if the bours are restricted, 
why would it be important to the morale? It seems to me that there 
must be some reason, some real reason why the commandant feels 
that it should be continued. 

Mr. Hagen. There is this transportation factor. It is at least a 
mile or mile and a half further to the outside for most residents of the 
station in order to reach the grocery store and generally most people 
go to the grocery store daily. 

Something else I have not mentioned. There is some feeling that 
the price structure on the outside as far as it is, and it is fairly typical 
of grocery stores in those kind of areas, is the fact that there is some 
element of competition on the station. 

In other words, without the commissary, there is some feeling that 
the merchants on the outside would immediately attempt to levy a 
little bigher tribute on the people on the station. 

In fact, the very fact that the commissary exists, even though they 

attempt to yield the maximum fair competition to private enterprise, 
if that factor were eliminated, it would result possibly in a raise in 
prices on the outside. 

Mr. Witson. Let me ask you one question: Are civilian employees 
at China Lake now permitted to buy from commissary stores during 
the regular hours? 

Mr. Hacen. Yes. 

Mr. Wiison. You know, in some commissaries located in other 
naval districts, particularly my own, they are not permitted to buy. 
Is there a special order that permits it? 
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Mr. Hagen. As I understand, there are only two naval facilities 
in the United States which have commissaries presently with civilian 
rivileges. One is Inyokern and the other is Crane-something in 
ndiana, the place where they had a railroad wreck. That is a remote 
area. Those are only two in the United States operated by the Navy. 
San Diego would present a little different problem because you do 
have a large community there and there would be hardly any justifi- 
cation for an operation competing with the private enterprise. 

Mr. Devereux. Is it not the history of all these matters that when 
the outside people are given a complete monopoly over various 
facilities that invariably they go up in price—and I think primarily 
it is a question of housing. 

For instance, in Ocean Side, getting back to your State again, if I 
may, people were paying $100 to $150 a month for quarters not much 
better than chicken coops. As soon as they opened up a few sets of 
quarters, converted the barracks, the rents immediately came down; 

Mr. Hagen. I think that is implicit in the thinking in the com- 
mand on the station that that would happen if the privileges were 
rescinded. 

Mr. Van Zanpv. Is it not true that there has to be an incentive 
there to attract these civilian scientists and engineers and usual run 
of civilian employees for an experimental station of that type? 

Mr. Hacen. That is correct. It is an installation that is sensitive. 
Many people who work there are not the kind of people you would 
expect to pick up on the street who need a job. They are scientists 
and technical people. They could earn more money in private in- 
dustry. However, they enjoy working for the Government. They 
feel they are accomplishing some good for their country and they 
cherish these privileges out there, including the commissary. 

Mr. Van Zanpr. This special treatment they receive from the 
commissary and ship’s service is not all; you can also look at the 
Wherry housing there and the Government has made expenditures 
not only in construction, because of the location and the weather, 
but also in beautifying the station with trees and with lawns and 
landscaping. 

Mr. Jounson. They have done a remarkable job in reclaiming 
this area. 

Mr. Witson. Mr. Chairman, there may be specific instances when 
this bill would be necessary but to make it a general policy of the 
military to allow civilian employees of any military establishment to 
buy from a ship’s store or service store, and it does not say in the bill 
whether it is PX or commissary—it seemed to me to be a 
pretty dangerous precedent for us to be setting here. I am not opposed 
to the two instances where civilian facilities are not available but in 
those instances where they are, we certainly would be subject to 
criticism if we attempted to put the Government in business in direct 
competition. 

Mr. Jounson. I think there is compecition. Right in the last line 
of the first page it starts, “‘where they find that it is impracticable for 
such civilian officers and employees and other persons to procure such 
stores from private agencies without impairing the efficient operation 
of the military activities.”’ 

Mr. Wixson. The question of interpreting that particular sentence 
could be quite difficult. 
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Mr. Hagen. I agree with you, Congressman, quite entirely. Your 
mention of that raised another fact in my mind, and that is, the people 
have to actually live on the station before they can purchase the 
groceries from the store. The mere fact that they are employed there 
is insufficient. A person who works on the station but who lives on 
the outside cannot get a commissary privilege at this particular instal- 
lation, 

Mr. Witson. We are considering this bill, H. R. 5258, and it says, 
“to authorize the sale of Army, Navy, and Air Force stores at military 
establishments to civilian employees of the Government.”’ It is a 
pretty broad classification, I would say. 

Mr. Hacen. If you can restrict the language in any way, I think 
the Navy would be—of course, I am not authorized to speak for the 
Navy but I think they would go along with it because they feel in this 
station they have a particular problem which needs answering. 

Mr. Jonnson. We went through this several years ago, we had a 
special committee on it. Mr. Philbin, of Massachusetts, was on it. 
I was on another subcommittee, and we recognized that we should not 
get in competition with private business, in real competition, but we 
recognized also that there were cases, of which this is a fairly good 
example, where we might have to make exceptions. 

Mr. Van Zanpt. Such as Kodiak, Alaska. 

Mr. Jounson. Of course, they have always been treated a little 
differently in the outlying areas. 

Mr. Van Zanpt. May I ask Mr. Ducander a question? Did we 
not establish regulations several years ago governing purchases at 
Army PX and ship’s service and comm ssary and so forth? 

Mr. Ducanper. That is right. I did not handle the matter, but 
1 understand such regulations were issued. 

Mr. Van Zanpvr. Will this bill in any way, shape, or form, void 
any of the regulations that we wrote into that law? 

Mr. Ducanper. It very well could. I would think that a statute 
could always void any regulations which may have been written. 
This is a very far-reaching statute. As far as Mr. Wilson’s thoughts 
are concerned, I believe the committee report could show the intent 
of the Congress as to what stations in the United States ought to be 
served by this purpose. 

Mr. Bray. I believe that regardless of what the report shows, when 
you give them the authority that this bill gives them that they can 
use that authority. I don’t believe anything that you find in com- 
mittee hearings would be binding. 

Mr. Ducanper. | agree with you; it would only show the intent; 
the legislative history would show the intent. You might want to 
write—since I understand from the Navy there are only two places 
in the United States where this would be intended to apply—you 
might want to write these locations into the statute. 

Mr. Bray. Frankly, I believe that recently | have heard more ad- 
verse criticism with reference to the exchange service than anything 
else about the military, but I listened to a person for 2 hours about 
certain conditions that are existing in the exchange service, regulations 
that are being deliberately ignored. I believe that at some future 
time the entire exchange system should be gone into very thoroughly. 

Mr. Jounson. We went into it very thoroughly. 
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Mr. Van Zanpr. Indeed we did. 

Mr. Witson. It is my understanding that the Hess subcommittee 
has just concluded a complete survey on the post exchange and ship’s 
pects store problem. They are coming out with a report on it very 
shortly. 

Mr. Ducanper. The Government Operations Committee also has 
a study going on, on that matter. 

Mr. Jonnson. We had one at one time that was very exhaustive. 

Mr. Bray. I know the Hess committee has gone into this matter. 
However, with reference to the matters I refer to, there has been little 
or no investigation. I believe that further investigation should be 
made. 

Mr. Jonnson. Is there any difference of opinion as to this being a 
question of application to isolated cases? We went into it for weeks. 
You were on the committee. 

Mr. Van Zanpt. For 6 months we considered it. 

Mr. Jounson. We had a tremendous amount of evidence. It was 
not being operated wisely, in my opinion. For instance, right down 
here in a station in Washington, they were buying and furnishing 
their whole houses from Government purchases at commissaries. We 
cut that all out. 

I hope you can get a little view of where this station is. It is right 
in the most rugged, desert country you can imagine out in California. 
They have all these complicated problems to take care of, their houses, 
and fight the dust and bugs and everything. And we have a missile 
station there. We have one of the greatest experimental stations in 
the Navy Department out there. 

Mr. Van Zanpr. Atomic energy. 

Mr. Jounson. Yes. 

Mr. Ducanper. Mr. Bray, the other station contemplated is Crane, 
Ind. You are familiar with that. 

Mr. Bray. I am familiar with that. I know the commander there 
at Crane; it is commanded by a very capable person. If he says that 
commissary privileges are needed by these 10 families, I will make no 
objections. I am, however, talking about the entire exchange and 
commissary situation. For instance, I want to mention one thing. 

I dislike to take up this much time, but the Secretary of Defense 
recently said that military personnel would not be replacing civilian 
personnel. Shortly thereafter, in the Far East theater, the Army 
immediately started replacing key civilian personnel by military 
personnel. 

Mr. Van Zanpr. How long ago was that? 

Mr. Bray. Within a very few months. They replaced civilian 
personnel by military. 

Mr. Van Zanpv. In the spot of commanding officer? 

Mr. Bray. Yes. Heretofore in the Far East it was generally com- 
manded by civilians, experts brought in; and apparently was being 
handled very fine. At least, when I was over os in October to 
November 1951 there were comments every place on how well the Post 
Exchange Service was being handled. Then the Secretary of Defense 
said that the military a saat not be put in a job being held by civil- 
ians. Immediately they began replacing the civilians by military. 
I know one job over there that was immediately taken over by a full 
colonel, a job which had been handled by a civilian. 
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Mr. Van Zanprt. Mr. Chairman, is this not special legislation? 
What I tried to develop a moment ago is that we are not trying to 
void in any way, shape, or form what we recommended and what 
the Congress wrote into law some years ago. We went into this 
entire question over a period of 6 months but this is legislation to 
take care of special cases. 

Mr. Ducanper. Oh, yes; that is exactly right. 

Mr. Wixson. I am not opposed to it if it is to take care of special 
purposes but I am afraid of the language— 
where they find that it is impracticable for such civilian officers and employees 
and other persons to procure such stores from private agencies without impairing 
the efficient operation of the military activities. 

Theoretically, that is the only reason for the existence of commis- 
saries any place, that it is impracticable for the military to make 
these purchases. 

Now, the terms of this bill extend that to civilian employees on 
the Military Establishment. It is quite broad. If you are going to 
make it specific, I would not enter objection to it, but if you leave 
it as it is 

Mr. Jonuson. We can do that when we determine what to do 
with the bill. We would be glad to consider that and I think it is 
a very good point. We have a witness who will testify for the people 
out there and we would like to hear from him. 

Mr. Haaen. I would like to correct something I said. The store 
hours are 10 to 12 and 1 to 5:30, Monday through Friday. 

Mr. Jounson. What stores are you talking about? 

Mr. Hagen. This is the commissary. Two hours in the morning 
and then from 1 to 5:30 in the afternoon. The store is closed all 
Saturday and Sunday. Only persons living on the station can 
purchase. The commissary was there before the three grocery stores 
on the outside were there and the ratio of persons on the station 
living on the station to those on the outside is 5 to 1. It is at least 
a mile from the nearest residential area to the outside grocery stores. 
There is not any public transportation and egress and ingress from 
the station has to be secured through a security gate because the 
project is, aspects of the project are classified; they do work 

Mr. Jounson. I think you said part of it is 3 miles away, 1 to 3 
miles away from the outside stores. 

Mr. Hacen. That is correct, and there is no public transportation 
in that area. 

Mr. Jounson. Have you anything more to offer? 

Mr. Bray. Is that Crane, Ind.? 

Mr. Hagen. Inyokern, Calif. It is a Navy Ordnance testing 
station. 

The countryside, Mr. Bray, is similar to what you saw in Nevada. 

Mr. Bray. I know where “‘Inyokern i is and I do expect you have a 
special situation there. 

Mr. Jonnson. Thank you very much. 

Mr. Haaren. There are two representatives of the Navy whom I 
would like to have you call. They are not volunteering. 

Mr. Parren. All desert is not in Arizona. 

Mr. Witson. No; but you have your share. 

Mr. Jounson. If you wish to extend your remarks, you may do so 
when you get the record. 
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Mr. Haaen. I would like you to call these two representatives 
from the Navy. 

Mr. Jounson. Mr. Holliday, would you like to testify now? 

Mr. Van Zanvr. Couldn’t we invite our colleague up here to sit 
with us? 

Mr. Jounson. Certainly, we would be glad to call him. 

We will call now Lieutenant Commander Moser. 


STATEMENT OF LT. COMDR. EUGENE J. MOSER, SUPPLY CORPS, 
UNITED STATES NAVY, DIRECTOR, SHIP’S STORE DIVISION, 
BUREAU OF SUPPLIES AND ACCOUNTS, NAVY DEPARTMENT 


Commander Moser. Mr. Chairman, I am Lt. Comdr. Eugene J. 
Moser, Supply Corps, United States Navy. 

Before proceeding with my prepared statement, there are three 
questions that I believe have not been clarified for the record that 
have been asked. I would like to do that. 

No. 1, sir, the chairman asked how many people were at Inyokern 
at the present time. The current figures are approximately 11,000 
population count, of which about 1,500 are military and the balance 
are civilian. This is not a figure of the total employees. That is a 
population count. That includes the families. 

Mr. Jounson. Their children. So, roughly 8,000 at least that are 
outside the military. 

Commander Moser. About 9,500; sir. 

Mr. Van Zanpt. Is it not true that nobody can live in Inyokern 
unless they have the approval of the commanding officer? 

Commander Moser. That is correct. 

Mr. Van Zanpr. So that there are no retired people, no visitors; 
nothing but employees of the establishment. 

Commander Moser. That is correct. 

Congressman Wilson asked the question about the wording of the 
bill as being very broad. 

We feel, No. 1, that it is restrictive, particularly because it follows 
exactly the words of the bill that we have been operating under, or 
the law. It specifies that they only get privileges where it is found 
it is impracticable for such civilian officers and employees and other 
persons to procure such stores from private agencies—and mark this 
well—without impairing the efficient operation of the military 
activities. 

Now, the commanding officer is very loath to make a statement 
like that unless it is an actual fact, and he has to sign it. The way 
it operates in the Navy, it goes to the personal attention of the 
Secretary of the Navy before this privilege is granted. The only 
two exceptions are the case at Crane, Ind., where there are 12 families 
involved, and Inyokern, where we have these 9,500 people. Those 
are the only two exceptions. Other than that, each and every case 
must individually be certified by the Secretary himself in that specific 
case; so that we feel this is not at all broad. 

Mr. Jounson. There is one point there, though; the Secretary, all 
he does is rely on what the people in the station tell him. He has no 
way to make an independent investigation. 

ommander Moser. That is true, but it must be developed through 
the chain of command. The letter must to through. The command- 


1503 


ing officer must make the certification and the facts must be presented 
as true; and you know as well as I that the commanding officer is not 
willing to make just any bland statement where something is going 
up to the Secretary of his military department. 

Mr. Jounson. In your experience, when they make a statement as 
to the impracticability of it, it is a realistic statement based on the 
facts? 

Commander Mosrr. Yes, sir; I have been in the office which proc- 
esses this material, and I personally can tell you of any number of 
instances where we have denied it in the Bureau of Supplies and 
Accounts level before it ever went up to the Secretary for possible 
approval. 

Mr. Wixson. I wanted to ask you about these 12 families at Crane. 
Are they actually living on tbe military establishment? 

Commander Moser. Yes. 

Mr. Wixson. It would restrict the purchases to those who actually 
reside on the establishment. 

Commander Moszr. We would be perfectly happy to put that in 
there, sir. 

Mr. Van Zanpr. It is not true that either an Assistant Secretary 
or an Under Secretary has specific jurisdiction over this type of an 
activity in the Navy Department? 

Commander Moser. It is the Assistant Secretary of the Navy who 
does have, shall we say, jurisdiction over all retail matters. That 
includes commissary stores, exchanges, and so on, 

Mr. VAN Zanpt. It is his responsibility. He is thoroughly familiar 
with any request, and his recommendations go to the Secretary? 

Commander Moser. Yes, sir; that is correct. 

Mr. Bray. The commander at Crane has requested this, has he? 

Commander Moser. Yes; and all of the previous commanders have 
also, Mr. Bray. 

Mr. Bray. I might explain the situation at Crane. Crane Village 
is on Government property but you do not have to go through the 
gate to get to Crane Villiage. Apparently there are 12 families within 
the gate who must come out of the gate to buy groceries if they do 
not have commissary privileges. 

Commander Moser. It applies only to 12. 

Mr. Jounson. Do you want to proceed? 

Commander Mosgr. The third question | have here, Congress- 
man Van Zandt, is the one you asked about whether or not it would 
change any of the regulations which were developed as a result of the 
hearings in 1949. The answer very definitely 
is ‘‘No.”’ 

The language in the Armed Services Commissary Regulations is 
identical to the language in the bill, and the legislation was made so 
that it would conform to the ten-existing legislation, which incidentally 
expires a few days from now; so that there is no change. 

Those are the three questions, sir, that I had notes on that appeared 
not to have been answered. 

As I have stated, I represent the Ship’s Store Division, Bureau of 
Supplies and Accounts, Navy Department. 

The purpose ot H. R. 5258 is to grant to the Secretary of Navy 
permanent authority to designate, under certain conditions, civilian 
officers and employees of the United States and other persons who 
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may procure stores at facilities under the jurisdiction of the Depart- 
ment of the Navy within the continental United States. The Navy 
Department has permanent legislation which was enacted into law 
on March 3, 1909, and amended on January 28, 1942 (34 U.S. C. 533), 
which authorizes the Secretary of Navy to designate stores which 
may be procured and sold to civilians and employees and to such other 

ersons beyond the continental United States and in Alaska as may 

specifically authorized. 

However, the Secretary of Navy had no authority to sell such 
designated stores to civilians within the continental United States 
until a wartime peowenee was added on April 9, 1943, which added a 
new proviso to the basic March 3, 1909, statute. 

This proviso was enacted during World War II, when the Navy, for 
the first time, operated various facilities at isolated places within the 
continental United States. Due to the lack of commercial agencies 
at these facilities, it became necessary to obtain authority to permit 
civilian employees to purchase stores at the naval stations or Navy 
exchanges. In addition to the peculiar requirements of their employ- 
ment, it was necessary to grant certain specific persons similar permis- 
sion at other facilities under the jurisdiction of the Department of the 
Navy. 

Basically, the Navy has only two isolated commissary stores for 
which permanent legislation is necessary: 

First, at the Naval Ordnance Test Station, Invokern, China Lake, 
Calif. This station is out in the middle of Mojave Desert, which is 
located 160 miles north of Los Angeles. The surrounding area is 
sparsely populated and desolate. 

Second, at the Naval Ammunition Depot, Crane, Ind., where 12 
civilians have permission to procure stores inasmuch as the nearest 
city is approximately 30 miles away. 

In addition, there are approximately 2 dozen individual exceptions 
to the rule that civilians may not purchase at a commissary store. 
Full-time civilian employees, residing on or within the confines of a 
station, may if their duties require their full-time presence on the 
station be granted privileges. These 2 dozen exceptions cover such 
personnel as firefighters or fire chiefs at out-of-way stations or super: 
intendents of fuel-oil facilities who may be needed on location several 
days and nights at a time loading and unloading tankers. 

On the other hand, during the past 5 years, sales to civilians have 
been authorized at five Marine Corps exchanges at relatively isolated 
installations, but there have been no such authorizations in the case 
of Marine Corps commissary stores. 

The authorized civilians would only be permitted as at present to 
purchase meats, vegetables, dry and canned goods, dry products, 
frozen foods, soap, bleaches, and normal household cleaning and 
paper supplies as are sold to military personnel. In no case are 
products or supplies sold to either military or authorized civilian 
personnel other than those products and supplies at prices provided 
for in military resale activities as defined in the Armed Services 
Commissary Store Regulation and/or the Armed Services Exchange 
Regulation. 

xperience has shown that the need for permanent authority in 
certam situations to permit efficient operations will continue under 
the present concept of an expanded Defense Establishment. It is 
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accordingly believed that, rather than continually burdening Congress 
with requests for extensions of the wartime authority, the authority 
should be made permanent. The requirement that the exercise of the 
authority must be specifically authorized by the Secretary of Navy 
furnishing sufficient safeguard against its abuse. This proposal will 
cause no apparent increase in budgetary requirement insofar as the 
Department of Defense is concerned and, therefore, the Department 
of the Navy on behalf of the Department of Defense recommends 
enactment of H. R. 5258. This position has been approved by the 
Bureau of the Budget. 

The authority to sell stores to civilians at isolated stations within 
the continental United States is only authorized until July 1, 1953, 
in accordance with section 1 (a) (14) of Public Law 450 of the 82d 
Congress, as extended by Public Law 12 of the 83d Congress. 

Mr. Parren. You represent the Department of the Navy. How 
many Army and Air Force installations are concerned in this? 

Commander Mosrr. The Army and Air Force have quite a num- 
ber of installations but they do not have as serious a problem as we 
do in the isolated station because, as I said, they do have a few cases 
where there are individual privileges granted, but they do not have 
nu % like Inyokern, which actually is causing this problem. 

r. Parren. I am thinking of the Atomic Energy centers. Would 
that not be quite a bit like this? 

Commander Moser. I am not as thoroughly familiar with their 
individual cases. There is an Army representative here and there is 
an Air Force representative here to answer your specific questions, sir. 

Mr. Jonnson. What about Edwards Air Force Base in Muroc Lake, 
would you consider that as an isolated place? 

Commander Moser. I presume sy, sir. I am not thoroughly 
familiar with it. 
mt JouNeON. What about that? Do you know what the situation 
is there! 

Commander Mossr. No, sir; I do not know the specific cases indi- 
vidually, and that is the reason why we have an Army and an Air 
Force representative here to answer those specific questions. 

Mr. Hagen. Mr. Chairman, I might make some comment there. 
I do not think there is any substantial number of civilians living on the 
station there. They have some Wherry housing outside. 

Mr. Jonnson. Yes. That is where the military predominates, of 
course, but there are quite a few civilians—at least, there have been. 

Mr. Hagen. To tell you the truth, I have never been on the station 
proper, but I think there is only a negligible number of civilians who 
actually live on the station. 

Mr. Jounson. I think that is true, too. 

Are there any questions? 

Mr. Van Zanvt. Why should we not ask the representatives of the 
Army and the Air Force to take their places at the table there. May- 
be we can get the full story. 

Mr. Hacen. Mr. Chairman, I have one more question. I have 
got another bill on this irrigation district, loan of money for the distri- 

ution system. I will have to go, and I want to thank you gentlemen 
for your courtesy. 

I would like to ask the gentleman one question. What disposition 
is made of any profits derived from these operations? As I under- 


1506 


stand, any profits derived from this operation come back in a measure 
to the station for providing recreational facilities, and so forth. 

Commander Moser. | think that is incorrect, Congressman. 

In the operation of commissary stores, we have a nonprofit organi- 
zation. The accruals of money over and above the actual cost of 
operating are called a reserve and are used to further, to finance, for 
instance, a new cash register or new baskets or items like that. The 
money is not a profit in the sense that it is a profit from the exchange 
operation. Where you do have a mark-on of your merchandise in 
order to generate specifically a profit for your welfare and your recrea- 
tion activities—commissary stores do not do that. 

Mr. Jounson. Mr. Ducander. 

Mr. DucanpER. Commander Moser, does the legislation also give 
authority for the Secretary to allow purchases from ship’s service 
stores and post exchanges? 

Commander Mosser. The way it is written, I believe it does, sir; yes. 

Mr. Ducanper. I noticed in your statement you stated at the 
bottom of page 2: 

On the other hand, during the past 5 years, sales to civilians have been authorized 
at 5 Marine Corps exchanges. 

You mean sales have been authorized at their ship’s service stores 
or post exchanges but not commissary stores? 

Commander Mosrr. That is correct, sir. 

Mr. Ducanper. Do they buy anything they want at post exchanges 
or ship’s service stores? 

Commander Moser. In these five cases I believe they can; yes. 

However, again as a result of the Philbin committee hearings, the 
2 resolutions, the 2 separate resolutions that were developed, 1 for 
commissary stores and 1 for the exchanges, allows considerable or 
considerably more latitude in the case of exchanges. For instance, 
you operate a fountain and a snack bar or a cafeteria; and civilians 
with permission of the commanding officer may make use of those 
facilities only in the exchange. It is one of the cases where there is 
no other place to eat and they have got a half-hour lunch hour and 
they have to get something to eat because they do not all bring their 
lunch and it is just a matter of cold logic to allow them to make use 
of the facilities. In cases like that they do. 

There is quite a considerable difference in the regulations for com- 
missary stores and exchanges but this does cover both yes, sir. 

Mr. Jonnson. In your opinion, has the idea expressed by the 
Philbin subcommittee that looked into this exhaustively, have the 
general ideas we laid down there been carried out by your department 

Commander Mossr. Yes, sir; as a matter of fact they are com- 
pletely carried out by all of our military departments. I might 
mention personally that this particular question, this particular bill, 
is in no way a defense of the exchange system or of the commissary 
system. Those are both authorized and have been operated for a 
long period of time. This merely is a bill under the current method of 
operation, according to these regulations, to permit this particular 
exceptional case at Inyokern and these few other isolated instances, 
of operating continuously. 

The question out at Inyokern is one of morale to a very great extent. 
It is one of community living to a very great extent. We have four 
schools in operation at Inyokern, including a high school, because there 
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is no other place for these people to go. When the station was 
activated there was not one single store selling any grocery items 
anywhere near the place. There are now 3 of them, 2, incidentally, 
run by former civilian employees of the station, I am given to under- 
stand. But to put an additional 12,000 people onto 3 existing small 
stores would be an overwhelming burden which they could not possibly 
take care of at the present time. 

Mr. Van Zanpr. The commander of the facilities that these people 
use - Inyokern, they were constructed by the Government, were they 
not? 

Commander Mosrr. Yes, sir; they were. 

Mr. Van Zanpt. Is it not true that the commanding officer has a 
committee that actually handles the management of the facilities and 
also regulates prices? 

Commander Mosgr. Yes. 

Mr. Van Zanpr. After a study is made of the surrounding area and 
that those prices are supposed to be on a level with the average prices 
charged by someone off the station? 

Commander Mosmr. Yes, sir. 

Mr. Witson. They may be supposed to be at the same level but 
we have heard testimony, I listened to some testimony by Mr. Hap 
Holliday before the Government Operations Committee the other 
day and it was testified that there was a considerable difference in 
commissary prices over that existing at the neighboring facilities. 

Mr. Van Zanpvr. I think that again my colleague is getting back 
into the general question of commissaries and exchanges. We are 
talking about these specific places of Invokern and Crane. 

Commander Mossr. I would be very happy to discuss the general 
question of commissary stores. I am fairly familiar with it but I do 
not honestly believe it pertains to this particular bill. 

Mr. Ducanper. Could we find what the difference is in price at 
Inyokern? 

Commander Moser. If my memory serves me correct, it is about 
10 percent. I believe we are about 10 percent below the civilian 
markets. 

Mr. Jonnson. Could you put that in the record specifically? 

Commander Moser. I can get the figures from the last survey 
and put the fact figure in there; yes, sir. 

(The information is as follows:) 

The last survey shows that the percentage differential between the Navy 
commissary store at Inyokern and the civilian facilities immediately adjacent 
to the station are as follows: The Navy commissary sells at 12.08 percent less 
than civilian store No. 1; 13.01 percent less than civilian store No. 2; and 12.22 
percent less than civilian store No. 3. 

Mr. Jounnson. I wish you would. 

Mr. Ducanpgr. For the record, could we have the names of the 
five Marine Corps stations which are allowing civilians to purchase 
from post exchanges? 

Commander Moser. Again, | do not have those names. 

Mr. Ducanpsr. Supply them for the record. 

Mr. Van Zanpvt. Are not these Marine Corps stations supporting 
Inyokern and outlying areas? 
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(The information is as follows:) 


There are 3 Marine Corps stations (instead of 5 as previously reported) where 
commissary privileges are extended to civilians. At the Marine Corps base at 
Quantico, there are a limited number of FBI students who are sent there for 
training and who are granted privileges of the commissary and post exchange. 
The exact number of such students fluctuates, but it is not an extensive number 
at any one time. 

At the Marine Corps installation, Keyport, Wash., there are nine civilian em- 
ployees granted commissary and exchange privileges. 

At the Marine Corps facility at Parris Island, 8. C., 10 civilians have privileges 
of the commissary. 

Commander Moser. They are not all out in that area, sir. I 
believe that the Marine Corps has a few other places. I am not 
certain that Parris Island is one of them but it is quite isolated by 
itself and it might be that Parris Island is one of their stations. The 
reason it was mentioned in this particular statement is that we wanted 
to point up the fact that they do not even have the problem in the 
commissary stores. There is only accrued to the exchange-type 
operation which is our profitmaking operation. 

Mr. Devereux. Commander, is it) not true that the base at 
Inyokern is now supporting the people who have come out there and 
grown up around it? 

Commander Moser. Yes, sir. 

Mr. Devernux. They came there with their eyes open realizing 
that there would be a commissary there and they would be subject 
to any competition with that commissary. 

Commander Moser. Yes, sir. 

Mr. Devereux. So that we would probably not be justified in 
reversing the picture to give special consideration to these few people 
who came out there and now are making their living primarily from 
the existence of that base. Is that not true? 

Commander Moser. That is absolutely true. There are a number 
of emplovees. In fact, quite a good-sized number of employees who 
came there when the station was barren and there was nothing there 
to begin with. 

As I mentioned before, there are four schools that are operated; 
there is an entire community spirit and feeling that has been generated 
over a period of years. it is part of the compensation they get for 
living out in an area like that in order to do a highly specified technical 
job which is absolutely necessary. It is something that we feel they 
are entitled to and always have been entitled to and should be con- 
tinued to be entitled to. 

Mr. Jounson. Will you put in a brief statement about the effect on 
the morale in the event, in your opinion, the Navy store was taken out. 

Commander Moser. Yes, sir; I can state that we have a number of 
dispatches, letters, phone calls, and other recorded messages mention- 
ing the worry that this particular bill has generated out there at 
Inyokern. The people have tried to decide whether there is any 
possible way that they could operate a cooperative. They have 
tried to enlist the aid of some of the more:knowledgeable people in 
connection with retailing to see how they could possibly do something 
to retain these facilities. They feel and they have expressed this 
feeling repeatedly that they would not want to continue to stay at 
Inyvokern if these privileges were taken away from them. 

Mr. Jounson. That is a difficult situation in a station out in the 
middle of nowhere. I have been there so I have a good picture of 
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just the kind of life they live. It is very hard to keep the morale up. 
hey have to go 50 miles or more to get to a city. 

Mr. Devereux. Mr. Chairman, do you not believe that this goes 
even a little bit further than Inyokern as far as privileges are con- 
cerned? We are talking about morale of civilians who are out there 
now and we keep picking away time and again on various privileges 
of people in the armed services, those that they have, and it is rather 
difficult at times to keep officers on duty today because of some of the 
things that have been taken away from them in the past few years. 
I just want to bring that out because it is something to consider along 
with this whole picture. 

Commander Mossr. I do not know that this is an entirely rele- 
vant matter, but I am given to understand that in 1946 overtures 
were made to some of the national chains to see whether or not they 
would not open or operate a facility. I understand Safeway con- 
ducted some negotiations with the people there and when they found 
out the distances they would have to bring the material in and the 
difficulties for operating, and the fact that should the Navy ever close 
the station they would be high, dry, and handsome, way out in the 
middle of nowhere, that they were not at all interested and declined 
to consider any operating of any sort of facility out there. 

Mr. Jonson. Is that the point you wanted to raise, Mr. Ducander? 

Mr. Ducanper. No, sir; I think we should hear from the repre- 
sentatives of the Department of the Army and of the Air Force. 

Colonel Mercaur. | believe the Air Force does not have the same 
problem. They have isolated stations and they do not have as many 
personnel as civilians. The example of fire chief has been given on 
most of the Air Force stations. 

Mr. Jounson. What about Muroc Lake? Are the civilians ac- 
corded the privileges similar to the ones at Inyokern? 

Colonel Mercatr. | do not know that. 

Mr. Jounson. Can you find out for us and place it in the record? 

Mr. Parren. Moses Lake, Wash., would be another one. 

Mr. Ducanper. Mr. Chairman, could we get the colonel to submit 
for the record how many stations are servicing civilian employees 
in your commissaries? Do you know? 

Colonel Mercaur. No, sir; I will have to find out. 

Mr. Ducanper. Colonel Maxwell, do you know? 

Colonel Maxwett. I do not know specifically. I will get that 
information. We will go to the field and get it for you. 

Mr. Jounson. If the name of the station does not identify it, try 
to get some identifying language so we can know where it is, whether 
it is in an area like this or near a city or whatever is necessary, so 
we can understand it. 

Mr. Ducanper. Mr. Chairman, it is rather difficult to take a bill 
before the full committee when we do not even have the information 
concerning the Army and the Air Force. 

Commander Moser. | might clarify this to some extent, if I 
may. The Army does not have legislation specifically spelled out 
like this because they did not have this specific problem. This 
legislation was almost entirely put in to cover Inyokern. The Army 
and the Air Force are both operating under the terms of the armed 
services commissary store regulation which terms are identical to 
this proposed bill. Consequently they have been able to do this by 
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regulations whereas we are doing it by regulation, too, you might say, 
except that we had a law to originally give us the permission. The 
Navy at the present time is in the unfortunate position of having the 
law expire and the legal people tell me that there is no way in which 
the Navy can operate by regulation since we specifically had a law 
and when that law expires, we can no longer operate, so that the 
Army and the Air Force honestly do not have this problem. But 
the Navy does. And it is a very critical problem at Inyokern. 

Mr. Ducanprer. The bill gives the same authority now to the 
Army and the Air Force as it would to the Navy? 

Commander Moser. Yes, sir; that is merely a means of coordinat- 
ing since we have had unification between the services. It is merely 
a means of putting one law on the books to cover all of the military. 
Whether or not this law is passed, I can honestly say is of no primary 
interest to my colleagues from either the Army or the Air Force. It 
actually is a Navy law. However, we do have to make the statement 
because it is going to cover them. It is not going to change one whit 
their present operation. It will not change our operation a bit. The 
only thing it will do will give us in law the authority to continue 
operating exactly as we have been for the last 8 or 9 years. 

Mr. Bray. Commander, if this is not done, if this bill is not passed 
right away, it will cause a great deal of embarrassment, especially at 
Inyokern; is that correct? 

Commander Moser. Yes, sir. 

Mr. Bray. And you will submit a statement for the record that 
the purpose of this is to take care of these two places, Inyokern and 
Crane. That is the only purpose that you expect to use this for at 
this time? 

Commander Moser. No, sir; I can’t make that statement en- 
tirely because we do have in one instance the case where tankers are 
loaded and unloaded and sometimes it drags out between 48 and 72 
hours and we require the superintendent of the loading operation to 
be present at all times. There are a few additional exceptions but 
the primary purpose is for Inyokern and Crane, Ind. 

Mr. Bray. There is no intention to expand your service to any 
great degree? 

Commander Moser. This is not going to change a thing. This 
will not expand anything whatsoever. 

Mr. Bray. My first statement as to the general post exchange 
situation was made mainly to apply to what I said about the Far 
East; to the Army and the Air Force, that does not apply to the Navy 
because you are still using civilians in the Far East. You did not 
—_. the civlians with military. I wanted to explain that for the 
record, 

Mr. Jounson. Your basic purpose is to get a law on the books so 
you won’t have to be running up here to the Hill all the time to get 
modifications? 
wr Moser. That is correct. We do not want temporary 

islation. 

fr. Jounson. The immediate matter you are thinking about is 
the two stations. 


Commander Moser. A week from Wednesday the law expires. 
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Mr. Jounson. You will have to take it up then, but you have no 
idea of any additional stations now. 

Commander Moser. No, sir; as far as I can gather, there is nothing 
contemplated. If anything, it will be contracted. 

Mr. Jounson. Are there further questions? 

Mr. Bray. I wanted to say, Mr. Chairman, with the knowledge 
of this situation which has been brought out, I certainly have no 
objection to this bill. 

Mr. Van Zanpr. Mr. Chairman, I think that if we were able to 
go back to that period where we thoroughly investigated this field of 
commissaries and post exchanges, and so forth, that I think the 
membership of this subcommittee would fully understand that we 
will have it under control and that these Under Secretaries or Assist- 
ant Secretaries have specific instructions as to what they can do and 
what they cannot do if this does not violate the law nor the intent 
of the law. 

Mr. Jounson. You and I are fortunate enough to have had that 
background and these gentlemen have not had it. I think you are 
correct. 

Mr. Ducanpver. Just for the purpose of the record, do I under- 
stand that the Army and the Air Force do not have any isolated 
stations in the United States comparable to Inyokern? 

Commander Moser. Not from the civilian employee standpoint. 
That is my understanding. 

Mr. Ducanperr. Your services to civilians are for the people who 
must remain on the station like the fire chiefs and people like that? 

Colonel Maxwe uu. That is right. Those are the only cases in the 
Army where that privilege is granted. 

Mr. Jounson. You will furnish the data that Mr. Ducander 
requested, please. 

(The information is as follows:) 

DEPARTMENT OF THE ArR Force, 
OFFICE OF THE SECRETARY, 
Washington, January 24, 1958. 
Mr. CuHaries F. DucanpeEr, 


Counsel, Committee on Armed Services, 
House of Representatives. 


Dear Mr. DucanpeEr: Reference is made to the hearings before Subcommittee 
No. 3 on June 22, 1953, with respect to H. R. 5258, a bill to authorize the sale of 
Army, Navy, and Air Force stores at military establishments to civilian employees 
of the Government, and for other purposes. At that time the Air Force repre- 
sentative was requested to furnish the committee, for purposes of the record, the 
Air Force installations in the Zone of the Interior which grant commissary store 
privileges to civilianemployees. In this connection, specific reference was directed 
to the installation at Muroc, Calif., and Moses Lake, Wash. 

In accordance with the provisions of the armed services commissary store 
regulations and implementing Air Force regulations, which require approval by 
this Department of all requests to grant commissary store privileges to civilians, 
the following installations have been authorized to extend these privileges to 
civilian employees: 
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Number of civilian 
employees authorized 
commissary- -store 
privileges (all civilian 


Name and location: the base) 
Edwards Air Force Base, Muroe, Calif. 784 
Holloman Air Foree Base, Alamogordo, N. Mex__-____--.-----._-- 47 
Larson Air Force Base, Moses Lake, Wash-_-_----..._.__.---.--__- 0 
Offutt Air Force Base, Omaha, Nebr__-._----._------------------ 2 
Patrick Air Force Base, Cocoa, 
Pyote Air Force Base, Monohans, Tex. 156 
Travis Air Force Base, Fairfield, 4 


If additional information is required, please do not hesitate to call on us. 
Sincerely yours, 
Rosert E. L, Eaton, 
Major General, USAF, 
Director, Legislative Liaison. 


Army commissary stores in operation, continental United States, with number of 
civilian patrons on the installation 


Aberdeen Proving Ground, 1| Fort Eustis, 10 
Army Chemical Center, eget 9| Fort George G. Meade, Md.t______ 65 
Walter Reed Army Medical Center, Fort Hamilton, N. Y..-----____- 3 é 
District of 0} Fort Holabird, 3 
A and N General Hospital, Ark____ 0] Fort Hood, 0 
Altanta General Depot, Ga_______ 1} Fort Jackson, 8. 0 
‘amp Atterbury, 0| Fort Knox, 1 
Camp Breckinridge, Se 3| Fort Lawton, Wash____--.-_--__- 0 
Camp Carson, 0| Fort Leavenworth, 0 
Cosme Gordon, Ga___.__.-----_-- 1| Fort Lesley J. MeNair, D. C____- 2 
Camp Hanford, 0| Fort Leonard Wood, 0 
Camp Irwin, 0| Fort Lewis, 9 
Camp Kilmer, N. 0| Fort MacArthur, 0 
Camp Leroy Johnson, La_________ 0} Fort McClellan, Ala.__-_.--____- 0 
Camp Polk, 2| Fort Monmouth, N. 2 
‘amp Roberts, 0| Fort Monroe, Va---------------- 9 
Camp Rueker, Ol Fort Myer, Va... 
Camp San Luis Obispo, Calif-—_ 0} Fort Ord, 0 
Camp Stewart, 0| Fort Riley, 0 
Camp Stoneman, 0} Fort Sam Houston, 0 
Carlisle Barracks, 0} Fort Sheridan, 2 
Deseret Chemical Depot, Utah 88] Fort Sill, 12 
Dugway Proving Ground, Utah ?__ 318] Fort Slocum, 0 
Erie Ordnance Depot, 5} Bort Gtory, Va... 
Fitzsimons General Hospital, Colo. 0| Fort Totten, N. Y_.------------- 0 
Fort Belvoir, Va.3__..._....._--- 320| Fort Wadsworth, N. Y__-.------- 3 
Fort Benning, 4| Fort Worden, 0 
Port ilies: 1} Indiantown Gap, 0 
Fort Brags, 0| Lexington Signal Depot, 0 
Fort Campbell, Ky_------------- 0| Navajo Ordnance Depot, Ariz.’_.__ 800 
Fort Devens, 3} New Cumberland, 0 
Fort Dix, N. ©0!Oakland Army Base, Calif_....-_. 0 


' Located in a desert area approximately 20 miles from the town of Tooele, Utah. 

? Located in a desert area meg weed 44 miles from the town of Tooele, Utah. 

* Located approximately 9 miles from the nearest adequate commercial facilities. 

‘ Quarters are located from 7 to 10 miles from adequate commercial facilities in Laurel, Md. 

5 Located on Governors Island in New York Harbor. The nearest commercial facilities are located in 
lower Manhattan which can only be reached by ferry. 

* Located approximately 4 miles from the nearest adequate commercial facilities in Lawton, Okla. 

? Located 12 miles west of Flagstaff, Ariz., on United States Highway 66. 


| 
| 

| 
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Army commissary stores in operation, continental United States, with number of 
civilian patrons on the installation—Continued 


Presidio of San Francisco, Calif... 0] United States Military — 
Red River Arsenal, West Point, N. Y.® 
Redstone Arsenal, 0| Utah General ‘Depot, 0 
Richmond Depot, Va____- 0| Valley Forge General Hospital, Pa. 0 
Sandia Base, N. __ 307 | Vint Hill Farms, 2 
Schenectady De Dot, White Sands Proving Ground, 
U.S. D. B., Lompoe, Yuma Test Station, Ariz_________ 0 


& jana jointly by the Army, Navy, Air Force, and Atomic Energy Commission, is located between 
2 and 4 miles from commercial facilities. 
ie rs are located from 144 to 7 miles from nearest commercial facilities. 
10 ted 27 miles from Las Cruces, N. Mex., which is 45 minutes driving time over a mountain through 
a 6,000-foot pags. 


If there are no other questions, we will ask the other witness to come 
forward. 


Mr. Holliday, will you please take the witness stand? 


STATEMENT OF C. H. HOLLIDAY, REPRESENTING CALIFORNIA 
GROCERS ASSOCIATION AND NATIONAL RETAIL GROCERS 
ASSOCIATION OF THE UNITED STATES 


Mr. Houurpay. Mr. Chairman, my name is C. H. Holliday. I 
represent the California Grocers Association and the National Retail 
Grocers Association of the United States. 

This is rather, you might say, a surprise to me to appear here. I 
happened to be in our ongressman’s office, Mr. Bob Wilson. He 
mentioned there was a hearing. I did appear before the Government 
Operations Committee in opposition to commissaries throughout the 
United States and in California. 

Mr. Jonnson. Just a general matter of commissaries. 

Mr. Houurpay. That was the general commissaries; yes. 

Actually, here I do not have too much to say exe ept I have a letter 
in front of me which bears on the very situation that you are discussing. 
With your permission, I would like to read a portion of it. 

Mr. Jounson. You may read all of it and put it in the record. 

Mr. Houuipay. This letter is from the executive secretary of the 
California Grocers Association. 

The California Grocers Association has been making quite a study of com- 
missary operations throughout California because of the inroads these commis- 
saries have been making on private enterprise, namely, our retail grocers, in 
which we have a No. 1 concern. 

We have a situation at the commissary at the naval ordnance test station at 
China Lake which we believe should have your careful consideration. Our field 
representative reports that there exists in that area a commissary to serve some 


10,000 civilian personnel which could be adequately served by independent 
operators located off the base. 


I understand from previous testimony that there are 1,500 Navy 
personnel there besides the 10,000 civilians. 


We realize that distance is an important factor in making this decision but 
our report discloses that there is no housing immediately around this particular 
commissary and those located on the base have to use their automobile if they 
wish to purchase at either the commissary or the stores located off the base. 
This would therefore answer one problem for us. Our investigator also reports 
that there is no public transportation and that the commissary there is endeavor- 
ing to combine with the Air Force to make their purchases at a lower price. 
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We understand that the salaries paid to the civilian personnel are quite adequate 
and are subsidized further by unusually low rental facilities, which include the 
utilities but naturally we have no objection to this because it affords greater 
protection to those working on the base. 

We have attempted to speak to some of the retail store operators located close 
to the base but they have been reluctant to discuss the matter with us because 
they do not wish to incur any animosity with those living on the base and want to 
continue the friendly relationship. However we have learned that these stores 
have developed their business setup on the possibilities of getting business from 
the base. We readily appreciate that where locations such as this are established 
in isolated areas where there are no immediate facilities available for supplies, it 
naturally necessitates Government intervention to take care of the personnel, but 
we do not believe that this is the case at China Lake. We positively do not want 
to leave any impression that the retailers in that area are complaining because 
these people do not wish to find themselves in the same position as occured at 
Merced and Atwater, where the Air Foree there instituted a boycott against the 
local merchants because these local merchants protested the low price of milk 
offered to the airbase as compared with the price the retailers were paying. It 
sounded like a justifiable complaint on the part of the retailers but the airbase 
objected to it. 

We definitely feel that these individual operators located at China Lake can 
adequately serve the personnel working there and certainly at prices most attrac- 
tive, because competition in the grocery business is so keen that prices are kept 
down to a minimum because of such competitive situation. 

We solicit your serious consideration of the above and any help that you can 
give these people will be greatly appreciated. 

Sincerely, 
CALIFORNIA GROCERS ASSOCIATION, 
Wm. D. Hap.er, 
Executive Secretary. 


Mr. Witson. Out of deference to the addressee of that letter, I 
would appreciate it if you would not insert his name in the record as 
having received the letter. I think it would be well to remove that 
from the record just as a means of protecting the Congressman because 
it was a rather personal letter. 

Mr. Parren. You mentioned competition. Most of the competi- 
tion occurs because of the commissary, not because of the stores being 
the competition with each other; is that not true? 

Mr. Houurpay. Let us put it this way, if you do not mind. In the 

ocery business today in the United States, almost every place in the 

Jnited States, it is by far the lowest gross-profit margin of any busi- 
ness in the country and by far the fowent net profit of any other. 
Grocers themselves compete against each other very, very highly. 
You can open your paper right here in Washington. You will find 
that in some of the ads. Look at any of them, the competition today 
between the grocers, and not because of commissaries. If the Govern- 
ment has to go into business to force prices down, there is something 
wrong with our country. 

Mr. Parren. If you did not have a commissary and you had 3 

rocery stores 50 miles from the nearest city, the tendency would be 
heer them to get together and increase the prices; they do, generally. 

Mr. Houuipay. That could be very easily handled by the people 
themselves. 

Mr. Parren. Just quit eating? 

Mr. Houuimay. They don’t necessarily quit eating but the people 
themselves in any location—let us take your recent election here, in 
Washington. The people showed disfavor of a certain type of 
Government and they changed it. 

Mr. Jounson. Did you hear the comment that General Devereux 
made and the answer he got that the people who located these stores 
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adjacent to the installation had formerly worked on the station and 
they knew pretty well what the setup was as far as Government 
sales to civilians on the base. I mean they went in there with their 
eves open. They did not go in there with their eyes blinded. 

Mr. Houuipay. I would like to agree with you 100 percent on that; 
but I think Mr. Devereux himself is very very familiar with the history 
of our country and in recalling my pat Ait days, many, many a his- 
tory book, I read where Army outposts way back when this country 
first started gradually drew people to it, settlements. Some of our 
biggest cities in the United States were built around a very small 
outpost. 

The point he tried to make and the point I tried to make in the 
question and the answer I think brought it out, that the people that 
moved in there and built the stores, they must have known that they 
could expect some competition from the post. 

Mr. Houuipay. Yes, sir; I believe they did. But I don’t believe 
they did. I do not believe they expected the Government to buy 
much cheaper than they could and sell at prices cheaper than they 
can buy merchandise. 

Mr. Jonnson. You do not expect China Lake to develop into any 
kind of city? 

Mr. Houurmay. Frankly, I doubt if it ever will; I have been there. 

Mr. Brooks. Mr. Chairman, may I ask a question? I assume you 
need the authority; otherwise you would not be asking for it. But 
just now, apparently, the services have full authority to reorganize 
these posts. I know some of the commissaries or post exchanges are 
being thoroughly reorganized with personnel from top to bottom at 
the present hour. How can the commander of a post fail to have 
authority to control if he can control personnel in that manner? 

Mr. Houumay. I am not familiar with that. 

Mr. Brooks. They can dismiss personnel whenever they want to. 

Mr. Houuipay. That is true. 

Mr. Brooks. If they do not like the way a post is run, they just 
dismiss the man who is running it and put another one in, is that not 
true? 

Mr. Houurpay. That I believe could be done. 

Mr. Brooks. To give them control of the post exchange. 

Mr. Houumay. I believe it would, but I do not quite follow your 
point there, sir. 

Mr. Jonnson. You are talking about two different types of stores. 
The other stores that are outside the post, and all of them are in 
desert, mountainous country. 

Mr. Brooks. You want to control those beyond the post and not 
on the post? 

Mr. Hotuiay. I believe a commanding officer of such a base as 
at China Lake could do that. I believe this: that he has the author- 
ity or could very easily get it. Let us say that those stores outside 
are the sole means of the civilian securing food, that he could certainly 
go out there and talk to the store owners and if they are charging too 
much, according to his reason, he could certainly go out there and 
say, unless you do so and so, we are going to do so and so. 

Mr. Brooks. I bave misunderstood your representation. You 
represent the retail stores? 

Mr. Houuipay. Yes, sir; I do. 
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Mr. Brooks. I am a thorough believer in private enterprise. At 
the same time, of course, without hurting the uniformed personnel 
at these bases when they are inaccessible. 

Mr. Witson. Were you through? 

Mr. Brooks. Yes; | am through. 

Mr. Wuson. For the record, it seems from the letter, Mr. Holliday, 
that has been written here, that these stores that are actually compet- 
ing with the commissaries have not at their own request requested any 
change in the current situation? 

In other words, this letter that you read into the record was from 
the California Grocers Association speaking pretty broadly about 
commissaries but mentioning the situation at China Lake as a case of 
competition of the Government with private enterprise; but I believe 
the letter specifically pointed out that there had been no instances 
where the operators at China Lake had requested that the commissary 
be closed. 

Mr. Houuipay. That is correct. The grocers there are not trying 
to close the commissary. The grocers there are trying to eliminate 
the commissary from furthering its operation and, as the letter states, 
they are trying to get together with the Air Force—I believe with the 
Navy, rather—to purchase their merchandise at a much lower price. 
In other words, purchase it along with the base food for the mess, 
which would to a great extent put the other operators out of business 
because they could not compete with that purchasing power. 

Mr. Jonnson. I would like to make you this offer. You came here 
sort of unprepared to testify before us, and after you leave, if you want 
to amplify what you said, after making an investigation, we would be 
glad to have you send it to us and put it in the record. 

Mr. Houuipay. I would certainly appreciate that. 

Mr. Parren. I could not let the remark you made a minute ago 

o by without acomment. You said, if people did not like the exist- 
ing government, they could vote a change. That might happen to 
your grocery stores. You wanted a change but did not expect it 
quite so quick. 

Mr. Houuipay. There is something to that. 

Mr. Devereux. Would your association be in favor of a big chain 
store coming in there and taking over the commissary? 

Mr. Houuipay. No; we would not. That would eliminate it as a 
commissary. 

Mr. Van Zanpr. Is it not true that the people who do business on 
the station today bid for the business that they conduct? 

Mr. Houumay. Are you speaking of the retailer? 

Mr. Van Zanpt. Yes. 1 am talking about the businessman on the 
installation; that is the man who operates the business and at Inyo- 
kern today in Government-constructed facilities. Did he not bid 
along with others to conduct that business and use those facilities of 
the Government? 

Mr. Houuipay. I am sorry; I cannot answer that question. 

Mr. Van Zanpt. May I ask the Navy commander? 

Commander Moser. Yes, sir; that is true wherever they use our 
facilities. 

Mr. Van Zanpt. Therefore, I contend that these people who are 
now complaining probably bid and they were not the low bidders. 

Mr. Houupay. That I cannot answer, either. 
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Mr. Van Zanpr. Are these people who do business on Inyokern 
members of the California Grocers Association? 

Mr. Houuipay. Yes, sir; as I said before, they are not complaining 
because the commissary is there. They have not asked for the 
commissary to be removed. That is one thing they have not done. 
May I say this, because I am not trying to defend or rather try to 
get the commissary out of there, or oppose this law. This one thing 
that we and our association have been fighting all the way through 
here, and I do not blame the Navy personnel for fighting for com- 
missaries. If I were in uniform today, I would probably be doing the 
same thing, but we object strenuously to the buying they do and the 
no charging of operating cost to a commissary. 

I have in my briefcase here a list of 140 items that can be purchased 
at the commissary. Just taking 40 items, which is all I had time to do 
before leaving San Diego, 25 items are priced to the military, retail, 
at less than the wholesale grocer can buy them. Now, that is the 
type of thing that we are objecting to. 

Mr. Devereux. It seems to me that you should go after the 
wholesalers. 

Mr. Houuimay. The wholesalers don’t exactly have that. We 
have been after some of them but that is not ihe idea. The Gov- 
ernment gets a lot of their merchandise for the commissaries along 
with all of their supplies for the base to feed the enlisted personnel 
and everyone else on the base. It comes in on bid basis and the 
grocer by law in many instances by State law, I admit, is unable to 
uy at that, such as milk. Our commissary in my locality buys milk 
at 14.2. The State government says that we have to pay 19 cents 
a quart for the same milk, same carton. In other words, we are 
penalized. 

Mr. Jounson. I think the milk problem is a little different because 
that is fixed by law in California. That is different. I have had 
that problem up also on an airbase. That is a little different problem. 

Did you want to make a comment, Commander? 

Commander Moser. The only thing I was stating was that the 
general commissary question is attaalty entirely different than the 
question on this bill. 

Mr. Jonnson, Yes. 

Commander Mossrr. Many of these things do not apply to this 
particular bill. 

Mr. Jonnson. That is right. We understand that. 

Mr. Witson. Mr. Chairman, the objection that seems to be raised 
by the present witness is not so much the present situation but the 
proposed situation of an increased differential between the prices 
charged on the base and the prices charged adjoining. 

I know that is the main problem in my district with the commis- 
saries where they are competing with the civilian stores. There is 
too great a differential between the selling price to the military 
personnel and selling price in stores immediately adjacent. It seems 
to me that the Navy should give real consideration to the question 
of charging against the operation of a commissary the wages of the 
people working in the commissary and any other costs. I do not 
think that they should necessarily try and charge the same as com- 
peting retailer establishments but they sbould bring that margin down 
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a little bit so that there is not that evidence of cut-rate competition 
by the military against the civilian stores. 

I realize that is a general commissary problem but that question 
was raised specifically with this China Lake problem and I would 
say judging from the evidence that we have submitted here this 
morning that there seems to be a very real need, Mr. Holliday, for 
this commissary in China Lake and I do not think the same problem 
exists there that might exist in other locations. And I would be 
inclined to go along with an extension of this law. 

Mr. Jonnson. I want to get in the record that the milk case is not 
a typical example because milk is strictly regulated in California and 
sometimes when there is a surplus they dump milk at cheaper prices 
which they have a legal right to do, but the Air Force recognized that 
and went along with us and compelled their people to pay the going 
price. 

Mr. Houurpay. I wish the Navy would do that. 

Mr. Jounson. Now, you may have the right to send something in 
but do it in the next few days. 

Mr. Brooks. Since you have this bill here, Mr. Chairman, and it 
relates to commissaries, | would like to make an observation and the 
Navy will, if it wishes, reply to it. I would like for them to do so. 

When we were in Japan and especially in Okinawa and another 
location in the fall, we found that the commissaries were making an 
extra charge to raise funds for the purpose of the use of nonappro- 
priated facilities that would be built there. I think it is a very worthy 
one but in some instances it seemed to me that the charge made to 
men in Korea and men in the Far East amounts to a definite tax. The 
amount of money being raised there is terrific. It is enormous. 

Now, is there a difference between the amount that the Navy 
charges and the amount the Army charges and the amount the Air 
Force charges, so that your price, the price of your commodity varies 
according to whatever service you are in, and the amount of money 
that is handled by this form of taxing our men over there has reached 
a very large proportion, and I question the wisdom of going as far 
as we are in the Far East with sileeehns to that means of raising taxes 
for building and maintaining recreation facilities of that type, from 
nonappropriated funds. Would you care to comment on that, sir? 

Commander Moser. Yes, I would like, if I may. It does not 
actually apply to this bill but in answer to your specific question, the 
Navy does not operate any commissary store as such in Japan or in 
Korea. The Navy does not operate any Navy exchange in Japan or 
in Korea. The Navy does operate what is known as a ship’s store 
ashore and in certain cases we do have grocery sections of a ship’s store 
ashore in Japan. 

Now, the type of operation is considerably different and the Na 
has been for the past 4 or 5 years buying with nonappropriated funds 
the stock of merchandise in the ship’s stores ashore and converting 
them to the Navy exchange type of operation. We have done that at 
Pearl Harbor. We have done that at Guam and at Kwajalein and the 
Phiippines at a couple of stores and so on. 

At the present time, we do not have a sufficient amount of non- 
appropriated funds to buy the inventory of these ship’s stores ashore. 
Consequently, they are operating under an entirely different system. 
As soon as we can amass a sufficient amount of nonappropriated money 
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to procure these stocks in trade, we will do so and convert the opera- 
tion to the exchange type of operation and they will then be very 
similar. 

Mr. Brooks. What percentage markup do you charge to raise 
money for nonappropriated purposes? Overseas, that is. 

Commander Moser. It is not exactly a percentage. For instance, 
in our exchange system the average percentage markup is approxi- 
mately 16 or 18 percent, somewhere in that neighborhood. . 

Mr. Brooks. So that all of our men and families over there pay 
18 percent, 15 to 18 percent—— 

Commander Moser. No, sir; that includes also the cost of all utili- 
ties, all salaries, all procurement, transportation costs ‘and so on; so 
that the actual amount of profit which is paid and which we actually 
do generate in exchanges amounts to approximately $1.50 per man. 

Mr. Van Zanpr. Not only in Japan but all over the world. 

Mr. Brooks. | understand they gave us figures and I would like 
for the Commander, if he will, to furnish the committee the figures 
showing the amount of money raised for nonappropriated purposes in 
the Far East. My recollection is it runs into hundreds of millions of 
dollars. I may be wrong. If I am wrong, I would like to be corrected. 
But I do not want to take the time of the subcommittee now. But 
my recollection is the Navy had a different markup from the Army and 
I had the figures on it but the sum total of the funds taken from our 
men and their families over there runs up into very large figures. 

I think the Congress ought to be aware of the size of the operation 
in case the Congress wants to make any legislation. 

Commander Moser. I will be happy to get those figures for you and 
you may use them as you see fit. 1 do not believe they belong in this 
particular hearing. 

Mr. Jounson. Put them in the record. 

Commander Moser. In this record? If you want them, yes, sir, 
I will. 


(The information is as follows:) 
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Mr. Jounson. I think it is a collateral matter but 

Mr. Wrysreap. He spoke of the personnel being paid. 

Mr. Brooks. They use military personnel. The Navy uses both 
military and civilian personnel in the Far East. 

_Mr. Winsreap. I have just recently heard a complaint that a 
civilian was discharged. I do not know in what branch of the service. 
They were substituting military personnel and still carrying all this 
additional markup. That is only rumor. 

Mr. Brooks. They use civilians overseas and military. 

Commander Mossrr. I believe that was cleared up in the record a 
little previously. 

Mr. Jounson. Did you want to say anything more, Mr. Holliday? 
I did not mean to terminate your opportunity here. 

Mr. Hoxtuway. Well, I would like to say one thing rather pertinent 

to this point such as Congressman Wilson brought up there. 
_ In checking back over the commissaries, the original intent was for 
isolated posts—back in 1909. Today, in California, which is by far 
the largest group of such establishments, we have 102 Government 
operations in California. We are just wondering if the wording in 
this particular bill, it starts out with 1, maybe 2 isolated areas, with 
the commanding officer of that particular station deciding whether 
that is an impairment to his operation or whether it is not, the word- 
ing is the one thing we are interested in in that bill. 

Mr. Devereux. Mr. Chairman, I would like to make a comment 
here. When we talk about commissaries, that means supplying food, 
not just for the various families that are living on the station, but it 
also means providing food for all of the armed services. 

We in the Congress and the public at large demand a certain amount 
of efficiency and we keep “hollering’’ and yelling all the time about 
waste in Government. 

It appears to me rather pertinent to remark that here we have a case 
where the Navy is able to buy for less and there seems to be a certain 
amount of objection to it. Personally, I cannot go along with that 
theory. If they can buy for less and supply our men the same amount 
of food, it seems to me that they would be operating in an efficient 
manner and that is the very thing that we are after. 

Mr. Wison. General Devereux, democracy is not always the most 
efficient operation of Government but it seems to me we have to be 
very careful to protect our American system of free enterprise as it is 
so commonly called and certainly the military might be able in many 
instances to purchase at a lesser price because of their enormous pur- 
chasing power, but we, on the other hand, have got to protect those 
businesses that are competing and see that the military does not get 
out of hand. I am not interposing any objection to this China Lake 
situation but I am objecting to the pea idea of the military com- 
peting with establishments that are not isolated and are not out of 
ine in price. 

Mr. Bray. Mr. Chairman, I would like to make one observation 
regarding General Devereux’s statement. The matter of costs of 
merchandise require that many things be taken into consideration. 
If you are allowed to run a store in Washington and you paid no rent 
for the building, you paid nothing for utilities of the building, you 
had 27 clerks in your employ and you paid them nothing, you paid 
nothing for transportation and you paid no taxes, it is thoroughly 
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possible that you might undersell the man next door that had to buy 
his building or pay rent, who had to pay for utilities, who had to pay 
his freight and had to pay taxes and had to pay those 27 accounting 
employees a living wage. 

So these things must be taken into consideration. I am not trying 
to go into the matter of accounting or the matter of arriving at costs 
but I believe all of these matters must be taken into consideration in 
arriving at the real cost of merchandise. I remember the story of an 
efficiency expert. He told about the man who asked him, ‘Are you 
one of those guys that tells why you are losing money in your busi- 
ness? 

And he says, ‘‘ Yes.” 

“Well, I am in the timber business. I steal all the timber. I use 
waterpower to saw it. My sons and son-in-law do all the work and 
I never pay them. I want to know why it is I lost $5,000 last year.” 

Mr. Van Zanpr. I was the only member of the House Armed 
Services Committee that voted against the bill that this committee 
reported out some years ago regarding ships’ service and commissaries, 
and I did so because I had recollections spreading themselves out over 
a period of years of my experience on Sand Street in Brooklyn, Broad- 
way in San Diego, Market Street in San Francisco, and a street in 
Norfolk, and many other places where you were asked to pay 75 
cents or a dollar for an item that you could purchase somewhere else 
in those cities for 50 cents. In other words, the merchants take 
advantage of the military. I said when I voted against that bill 
that what the merchants of this country were doing was denying 
the armed services nonappropriated funds that should be expended 
for welfare and recreational purposes. And when you do that, the 
taxpayer would eventually have to pay the bill and today the tax- 
payers are paying the bill for recreation and welfare in the armed 
services. 

Mr. Jonnson. The gentleman will remember that we had prolonged 
hearings here which lasted a year, almost. We considered all of those 
factors and came out with what I think was very reasonable regula- 
tions. This also developed in that case, right down here in Virginia, 
in a place that I won’t even mention but everybody knows where it is, 
where the group in town welcomed a big station there with open 
arms. They wanted to help finance it, give them land and things. 

As soon as it got tremendously large and successful they started 
trying to cut it down, cut everything down that was for the benefit 
of the soldiers and sailors. So we have go to find some happy medium 
there and I think that this bill, if it is looked at in the right way, 
will not jeopardize private enterprise but it will be a very big factor 
in the life and morale of those people out there in a very very iso- 
lated place. 

' If ea are no more questions, we will terminate the hearing on 
this bill. 

Mr. Hacen. I would like to make one suggestion, perhaps, that 
might answer some of Congressman Wilson’s questions. He may 
contemplate a situation where some of the installations in his area 
might commence commissary operations. If you wanted to write 
into this bill that this only relates to facilities presently operating, 
or heretofore, or on stations hereafter established, or something like 
that, just blanket in the ones now operating and new stations, with- 
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Mr. Jonnson. You run into this problem. If you try to put a 
specific limitation there you cramp the operation of the place. It 
is a risky thing to do. 

Mr. Devereux. Specifically, authority from this committee. 

Mr. Winson. One of the means of limiting the authority which 
seems to be the intent of the committee would be to suggest that such 
sales be made only to those people residing on the Military Establish- 
ment. I understand Commander Moser did not object to that 
particular provision. It would seem to me that would limit it 
sufficiently in that it would not cover the other commissaries. 

Mr. JoHnson. It is a rule now, is it not, Commander Moser, that 
you only sell to people on the station? 

Commander Moser. That is all this bill intends to do, is sell to 
people 

Mr. Jonnson. That is actually what you are doing now. 

a Witson. Would you object specifically to putting that in the 
bill? 

Commander Mostr. We would not object to that. I cannot 
conceive of any situation where a person has to perform a duty 24 
peg a day without his living on the station I just cannot conceive 
of him—— 

Mr. Witson. I would think so, too, but we are granting specific 
authority here to Army and Air Force; they might feel under the terms 
of this bill that this would be giving them authority to go beyond the 
scope that they are now covering by their own regulations and perhaps 
by limiting it that way we would solve that. 

Commander Moser. The armed services commissary regulation 
specifically says that civilians can get this privilege only if they are 
residing on the station and their services are needed and the com- 
manding officer makes the blanket statement that it would impair 
efficient operation of the station if these privileges would be denied 
them. 

Mr. Witson. In the present Air Force and Aimy regulations. 

Commander Moser. In the aemed services commissary regulation 
which all three of the military departments operate under—— 

Mr. Van Zanpt. Is it not true, Commander, if a civilian is em- 
ployed and he takes up his position today and he or his family goes 
to the commissary sometime this afternoon that they have to have 
identification? 

Commander Moser. Yes, sir. 

Mr. Van Zanpv. Before they can purchase any item at the com- 
missary. 

Commander Mossr. They need a certified form which certifies 
them as an authorized patron before they can purchase. In addition, 
they must sign their name at the store at the time of purchase. 

Mr. Brooks. You do not seek by this to regulate any business off 
the base? 

Commander Moser. No, sir; we do not. 

Mr. Brooks. On the base? 

Commander Moser. Yes, sir; that is right. 

Mr. Jounson. I believe we have heard enough. Thank you all for 
your testimony. 

(Whereupon, at 11:50 a. m., the committee continued with the 
consideration of other matters.) 
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